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Taxation  As  Affecting  Municipalities 


Mr.  President  and  Gentlemen: 

i 

The  subject  "Taxation  as  Affecting  Municipalities"  is  almost  as 
broad  as  the  subject  of  taxation  in  general.  Whatever  affects 
the  great  mass  of  the  inhabitants  of  a  city  or  town,  necessarily 
affects  the  municipality  itself,  and  it  requires  but  little  reflection 
to  make  it  clear  that  not  only  are  municipalities  influenced  by  the 
general  system  of  taxation  in  vogue  throughout  the  State,  but  that 
such  communities,  by  reason  of  their  congestion  of  population, 
their  extensive  and  diversified  manufacturing,  financial  and  com- 
mercial interests,  and  their  greater  values,  constantly  have  to  deal 
with  tax  problems  that  are  unknown  to  the  country  districts  and 
the  State  at  large.  The  hVid  is  H)  enormous  that  an  exhaustive 
discussion  of  one  per* cent,  of  its  contents  would  require  more  time 
than  is  at  our  disposal  this  morning.  Selection,  therefore,  is  of 
course  necessary,  and  it  is  hoped  that  some  practical  advantage  may 
result  from  having  the  remarks  that  I  have  the  honor  to  make  to- 
day to  this  organization,  centre  around  the  report  just  filed  with  the 
(Governor  by  the  legislative  Coimuitrce  on  Tax  Revision. 

I. 

Taxation  necessarily  has  to  deal  with  property  and  business  con- 
ditions as  they  actually  are — not  as  they  should  be.  In  the  world 
in  which  we  live,  property  and  business  conditions  are  highly  com- 
plex, and  it  is  inevitably  necessary  that  taxation  will  partake  of 
this  quality  of  complexity.  But,  while  this  is  true,  it  is  now  inex- 
cusable, after  the  elaborate  consideration  which  the  whole  subject 
has  received  at  the  hands  of  experts  and  tax  commissions  in  Vir- 
ginia and  elsewhere,  that  the  system  in  vogue  should  be  either  irra- 
tional or  confused. 

In  order  that  the  tax  system  of  any  government  may  be  even 
approximately  satisfactory  to  the  residents  of  a  particular  com- 
munity, three  distinct  factors  must  be  properly  worked  out.  In  the 
first  place,  it  must  be  determined,  reasonably  and  practically,  what 
classes  of  property  shall  be  taxed,  and  upon  what  basis  ana  at  what 
rate  the  tax  shall  be  imposed  upon  the  several  classes;  and  whether 
or  not  the  State  and  local  subdivisions  shall  divide  between  them 
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the  aggregate  tax  upon  all  classes  of  property,  or  shall  so  segregate 
the  several  classes  as  to  permit  the  State  to  derive  her  revenues 
exclusively  from  certain  of  the  classes,  and  the  city  or  county  to 
derive  its  revenues  from  the  other  classes.  Secondly,  there  must  be 
provided  simple  and  efficient  machinery  in  each  of  the  local  sub- 
divisions to  assess  the  property  there  taxable,  and  to  collect  and 
account  for  the  taxes  imposed  thereon,  and,  if  needful,  to  set  in 
motion  and  operate  the  various  wheels  and  levers  necessary  to  actu- 
ally obtain,  by  means  of  a  forced  sale  of  the  property  or  otherwise, 
the  money  without  which  the  government  cannot  perform  its  func- 
tions. Thirdly,  there  must  be  provided  an  appropriate  centra' 
agency,  in  the  form  of  a  State  board  of  taxation,  capable  of  super- 
vising and  directing  the  various  local  taxing  agencies,  to  the  end 
that  there  may  be  harmony  among  them  and  uniformity  and  equalin 
throughout  the  several  counties,  cities  and  towns. 

These  three  factors  involve,  of  course,  innumerable  elements  anc 
details,  but  they  are  entirely  distinct,  and  above  and  beyond  then 
all  is  the  necessity  for  clarity  and  harmony  in  the  various  statutes 
and  ordinances  that  go  to  make  up  the  tax  laws,  and  the  continuous 
necessity  for  intelligence  and  integrity  on  the  part  of  the  official 
who  are  chosen  to  execute  those  laws.  It  is  only  too  clear  that  ; 
perfect  paper  system  of  taxation  can  be  entirely  frustrated  by  ignor 
ance  or  improper  conduct  on  the  part  of  taxing  officials ;  but  it  i,1 
likewise  true  that  a  great  part  of  our  tax  difficulties  has  resulted 
not  from  the  fault  of  the  tax  officials,  but  from  the  retention  sina 
Colonial  days  of  a  so-called  system  of  taxation,  long  since  archai( 
and  unsuitable  to  existing  conditions,  and  expressed  in  a  confusec 
mass  of  heterogeneous  statutes  that  have  not  even  been  revised  as  i 
whole  since  the  year  1887.  For  many  years  there  has  been  a  cry  in  i 
need  for  a  new  suit  of  tax  clothes^  but  our  legislatures  have  mereh 
patched  and  repatched  the  existing  garments,  until  to-day  we  an 
in  rags  and  tatters.  Conditions  point  to  the  fact,  however,  tha 
even  if  we  do  not  get  a  dress  suit,  we  are  about  to  procure  one  a 
least  sufficient  for  business  purposes,  Virginia  is  not  alone  in  suf 
fering  from  poorly-drawn  tax  statutes.  The  Federal  statute  which 
because  of  its  shockingly  crude,  illogical  and  carelessly-chosen  phrase 
ology  and  form,  has  perhaps  given  more  trouble  than  any  other  t< 
lawyers  and  laymen  throughout  the  country  during  the  past  twelvi 
months,  has  fitly  been  referred  to  in  a  recent  report  to  the  America] 
Bar  Association  as  "the  crowning  monstrosity  of  the  income  tax  act.' 

The  greater  part  of  the  tax  laws  of  a  municipality  are  given  he 
by  the  State ;  hence,  so  long  as  the  tax  system  of  the  State  is  unsatis 
factory,  the  tax  system  of  every  city  and  town  therein  will  be  un 
satisfactory  The  different  States  have  dealt  with  the  three  factors 
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above  indicated,  in  entirely  diverse  ways.  Time  and  again  it  lias 
happened  that  a  great  deal  of  attention  has  been  paid  to  one  of  the 
factors,  while  the  others  have  been  neglected,  with  the  inevitable 
result  that  an  anticipated  reform  did  not  actually  accrue.  Some 
of  the  States  have  devoted  much  consideration  to  the  creation  of  a 
central  taxing  agency;  others,  neglecting  this  necessary  supervisory 
provision,  have  chiefly  dealt  with  the  local  agencies ;  while  still  others 
have  let  both  these  factors  remain  where  they  were  a  hundred  years 
igo  while  devising  various  plans  for  segregation  and  other  forms  of 
classification.  A  central  agency,  with  offices  in  Richmond,  while 
absolutely  essential,  can  no  more  by  itself  deal  with  and  correct 
inequalities  of  assessments  on  individual  pieces  of  property,  than 
can  a  few  generals  carry  on  a  war  without  the  aid  of  privates ;  and 
when  we  consider  the  fact  that  there  are  at  least  two  hundred  and 
fifty  commissioners  of  the  revenue  in  Virginia,  almost  constantly 
engaged  with  their  work,  to  say  nothing  of  the  army  of  assessors, 
clerks,  treasurers  and  city  collectors,  who  have  multitudinous  tax 
duties  to  perform,  it  is  no  wonder  that,  with  our  unsuitable  and 
inadequate  central  machinery,  there  has  been  such  woeful  lack  of 
uniformity  and  equality  throughout  the  State. 

These  inequalities,  and  other  innumerable  unjust  results  flowing 
from  the  condition  of  our  tax  statutes,  are  now  too  well  known  to 
be  dwelt  upon.  Everybody  knows  that,  even  as  between  pieces  of 
real  estate  in  the  same  county  or  city,  certain  holdings  have  been 
assessed  according  to  one  standard,  and  other  holdings  have  been 
assessed  according  to  different  standards,  while  the  percentage  of 
assessed  to  true  valuation  has  been  entirely  variable.  As  between 
the  different  cities  and  counties,  there  has  been  practically  no  uni- 
formity. The  first  bulletin  issued  by  the  present  committee  on  tax 
revision  showed  that  for  the  year  1912  the  ratio  of  assessed  value 
to  true  value  varied  in  the  different  counties  from  as  low  as  12.5 
in  the  county  of  Carroll  to  as  high  as  57. 0  in  the  county  of  Bruns- 
wick, the  average  ratio  for  all  the  counties  being  only  33.5  per 
cent;  while  in  the  cities  the  ratio  varied  from  as  low  as  44.9  in 
Winchester  to  as  high  as  76.5  in  Fredericksburg,  the  average  for 
the  cities  being  53.1;  and  all  this  in  the  teeth  of  the  constitutional 
provision  that  all  lands  shall  be  assessed  at  "their  fair  market  value, 
to  be  ascertained  as  prescribed  by  law." 

Tn  the  case  of  tangible  personal  property,  the  variance  has  been 
even  more  striking.  The  inequalities  as  between  the  residents  of  a 
particular  community  are  great,  but  the  inequalities  as  between  the 
different  communities  are  even  greater.  For  instance,  as  shown  by 
the  report  of  the  1911  Virginia  Tax  Commission,  the  average  valua- 
tion of  horses  as  assessed  in  Gravson  county  was  $19.71  each,  while 
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the  average  assessed  valuation  of  those  listed  in  Richmond  city  was 
$101.38,   the  general   State   average   being   $60.20.      The    assessed 
valuation  of  cattle  ranged  from  $5.14  in  Gray  son-  county  to  $28.33 
in  the  city  of  Staunton.     The  assessed  value  of  clocks  ran  from  $1.00 
in  Floyd  county  to  $7.26  in  Alexandria  county.     Arid  so  on.     Then, 
as  now,  the  condition  as  to  intangible  personal  property  would  shock 
the  unsophisticated.      As  said  by  the  1914  committee,   ''From  the 
beginning  of  history  this  property  has  been  hidden  from  the  tax 
collector,  but  more  successfully  in  each  generation.     When  found, 
the  tax  rate  in  some  of  our  localities  confiscates  the  income  from 
it.     Virginians  have  been  more  honest  about  paying  it,  in  such  cir- 
cumstances, than  most  other  people."     Here  are  two  of  the  illus- 
trations given  in  Bulletin  ~No.  2  issued  by  the  tax  committee  01. 
October  6,  1914:    "In  1913  the  total  assessment  of  bonds,  notes  anc 
other  evidences  of  debt  in  the  city  of  Richmond  was  $4,846,172,  ye 
in  that  year  the  deeds  of  trust  alone  recorded  in  the  city  securing 
bonds  and  notes  amounted  to  $14,563,039.35.     Her  best  informer 
real  estate  men  say  that  there  is  in  the  city  at  least  $70,000,000  o: 
such  secured  bonds  and  notes,  in  addition  to  the  large  but  unknowl 
amount  of  such  securities  which  are  unsecured.      Still,  Richmonr 
is  probably  more  fairly  assessed  than  the  average  locality."     "L 
1914,  operating  under  the  new  total  20c  rate  on  money,  there  wa 
assessed  in  the  whole  State,  as  of  February  1st,   $25,690,911,   o 
money,  yet  the  bank  statements  show  that  on  March  4th  there  wa 
on  deposit  in  the  Virginia  banks  $150,527,998.15." 

Again,  let  us  suppose  that  a  resident  of  one  of  our  cities,  possesse< 
of  an  estate  having  a  net  value  of  twenty  thousand  dollars,  shoul* 
die  leaving  four  sons,  each  of  whom  receives  five  thousand  dollar 
from  the  father's  estate.     One  child,  we  will  say,  invests  his  sliar 
in  real  estate;  another  in  five  per  cent,  bonds;  the  third  in  the  stoci 
of  a  domestic  manufacturing  corporation;  while  the  fourth  deposit 
his  in  bank  on  interest  account.     ]^ow,   although  the  principal   o 
each  son's  share  is  exactlv  the  same,  the  taxes  they  will  have  to  pa; 
will  be  far  from  equal,  since  there  will  be  due  by  the  first  son  fift 
dollars;  by  the  second    just  twice  as  much   (or  nearly  one-half  o 
the  total  income  from  his  investment)  ;  by  the  third,  nothing  wliai 
ever  directly;  and  by  the  fourth  only  ten  dollars.     And  if  one  o;' 
the  sons  should  happen  to  invest  his  capital  in  a  partnership  venture . 
what  he  will  have  to  pay  in  the  way  of  taxes  will  depend  upon  th " 
fortunes  of  business,  upon  his  own  honesty,  and  upon  the  vigihmc  • 
of  the  tax  officials. 

On  the  subject  of  the  present  method  of  taxing  intangibles,  tli  • 
committee  reports  that  the  tax  "prevents  much  capital  from  comin  ^ 
into  the  State;  that  it  compels  much  capital  now  in  the  State  to  li ; 
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concealed  or  to  move  out  of  it;  and  that  it  is  unjustly  burdensome 
to  honest  people  of  all  classes  and  particularly  oppressive  to  those 
of  small  means." 

II. 

It  is  needless  to  multiply  examples.  These  unsatisfactory  condi- 
tions, coupled  with  a  thoroughly  general  conviction  that  our  cum- 
bersome tax  machinery  had  about  broken  down  of  its  own  weight, 
led  first  to  the  appointment  of  a  commission  which  filed  an  elaborate 
report  on  December  16,  1011,  and  then,  at  the  last  session  of  the 
legislature,  to  the  passage  of  a  statute  whereby  after  reciting  that 
"it  is  seriously  questioned  whether  the  present  system  of  taxation 
is  the  one  best-  adapted  to  the  conditions  as  they  now  exist  in  the 
Commonwealth,"  the  joint  committee,  therein  created,  was  "charged 
with  the  duty  of  fully  considering  the  whole  system  of  taxation  now 
in  force  in  the  Commonwealth,  and  the  existing  statutes  for  the  col- 
lection of  taxes  ;iiid  other  revenues  for  the  Commonwealth,  and  the 
method  of  appropriating  and  expending  the  revenue,  and  reporting 
to  a  special  session  of  the  General  Assembly,  to  be  hereafter  called, 
what  changes,  if  any,  in  the  present  system  of  taxation  will  be  advis- 
able, and  within  'the  constitutional  power  of  the  General  Assembly  to 
adopt,  and  what  changes,  if  any,  shall  be  made  in  existing  statutes 
for  the  assessment  and  collection  of  taxes  and  other  public  revenues" 
the  committee  being  directed  to  report  "two  or  more  general  systems 
of  taxation,  one  upon  the  present  lines  of  taxation,  as  set  out  in  the 
existing  statutes,  and  one  upon  the  lines  of  segregating  certain  sul>- 
jects  of  taxation,  and  sources  of  revenue,  for  State  purposes  only, 
and  other  subjects  for  county,  city  or  local  subjects  only,  and  upon 
:  nch  other  line  or  lines  as  they  may  deem  proper,  with  their  recom- 
mendation for  the  adoption  of  such  systems  as  they  may  consider 
best,  for  the  State;"  and  being  directed  also  to  submit  such  bills  as 
n light  l>e  necessary  to  put  the  alternative  schemes  into  effect.  That 
this  committee  has  been  considering  the  subject  since  the  adjourn- 
ment of  the  last  session  of  the  legislature;  that  it  has  held  public 
hearings  at  different  points  in  the  State;  and  has  just  filed  a  volumi- 
nous report  with  the  Governor,  who  is  about  to  call  the  special  ses- 
sion to  grapple  with  it;  are  facts  too  well  known  to  be  commented 
upon.  It  might  bo  said  in  passing  that  the  labors  of  this  committee 
were  of  necessity  greatly  lightened  by  the  report  of  the  preceding 
commission,  which  contained  such  a  mass  of  valuable  information 
on  the  subject,  practically  none  of  whose  recommendations  were  acted 
ii|  on,  the  fourth  of  such  recommendations  being  the  praiseworthy 
"to  abolish  the  land  assessors  as  separate  officers  of  the  law," 
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and  the  twenty-first  being  "To  equalize  assessments  and  to  bring 
them  to  the  constitutional  valuation,  with  a  view  to  the  ultimate 
separation  of  the  sources  of  local  and  State  revenues.'7 

On  account  of  the  present  state  of  public  opinion,  it  is  practically 
certain  that  the  approaching  special  session  will  at  last  deal  with  the 
situation  with  some  degree  of  comprehensiveness.  And  it  is  needless 
to  say  that  the  contents  of  the  report  of  the  committee  on  tax  revision, 
and  the  manner  in  which  the  legislature  will  deal  with  its  several 
recommendations,  are  matters  which  vitally  affect  the  interests  not 
only  of  every  person  within  the  State,  but  of  each  of  the  municipali- 
ties viewed  as  a  separate  entity. 

Pursuant  to  the  mandate  of  the  legislature,  its  special  committee 
has  reported  two  general  systems  of  taxation,  in  the  alternative,  one 
which  it  has  called  the  "Segregation  Plan,"  the  other  the  "Tax  Com- 
mission Plan."  The  terminology  thus  selected  to  describe  these  two 
plans  is  somewhat  unfortunate,  since  the  words  "segregation"  and 
'•commission"  cannot  properly  be  set  in  opposition  to  each  other. 
Segregation  involves  the  setting  apart  or  classification  of  property, 
and  is  possible  with  or  without  either  a  State  or  a  local  commission 
to  administer  the  tax  laws.  The  word  "commission,"  on  the  other 
hand,  denotes,  not  a  different  kind  of  classification,  but  merely  an 
agency  or  instrumentality  for  performing  the  functions  incident  to 
the  assessment  and  collection  of  taxes  whether  those  taxes  be  imposed 
upon  the  same  or  different  classes  of  property  by  the  State  and 
municipality,  respectively.  There  may  be  a  commission  without  seg- 
regation, or  there  can  be  segregation,  in  some  of  its  many  phases, 
with  or  without  a  commission,  either  State  or  local.  It  is  altogether 
possible  that  the  legislature  may  finally  decide  to  enact  into  law 
neither  of  the  proposed  plans  in  toto,  but  to  create  a  tax  commission 
to  administer  the  general  body  of  tax  laws,  and  to  extend  the  seg- 
regation principle  through  the  lawrs  to  be  administered  by  it.  *.The 
so-called  "Tax  Commission  Plan"  has  been  reported  by  a  majority 
of  the  committee  as  best  adapted  to  conditions  as  they  now  exist  in 
Virginia,  and  the  "Segregation  Plan"  has  been  reported  by  the 
minority,  with  the  likelihood  of  a  strong  fight  for  its  adoption.  Out- 
side and  beyond  these  two  plans,  the  committee  has  unanimously 
recommended  certain  far-reaching  changes  in  our  existing  statutory 
system  of  taxation,  and  if  it  had  done  nothing  else  the  wisdom  of 
its  creation  would  by  one  of  these  recommendations  alone  have  been 
fully  vindicated.  In  advising  the  practically  absolute  repeal  of  the 
iniquitous  "land-grabber's  law/'  with  all  its  confiscatory  features, 
which  has  dealt  so  harshly  with  the  smaller  land  owners  in  the  State, 
particularly  those  in  and  around  the  populous  places,  and  the  sub- 
stitution therefor  of  statutes  providing  for  the  enforcement  of  the 
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tax  lien  by  means  of  regular  chancery  proceedings,  it  has  reached 
a  conclusion  that  will  meet  with  hearty  public  approval;  and  in 
recommending  that  there  should  be  but  one  commissioner  of  the 
revenue  in  each  city  or  county,  and  that  he  should  serve  as  assessor 
not  only  of  personal  property  but  also  of  real  estate  (in  conjunction 
with  one  or  more  assessors  to  be  appointed  by  the  State  tax  com- 
mission "from  among  ten  freeholders  to  be  recommended  by  the 
Judge"  of  the  local  court)  ;  the  committee  has  gone  a  long  way 
towards  rectifying  many  of  the  evils  that  have  necessarily  resulted 
from  the  quinquennial  assessment  of  real  estate  made  in  haste  and 
without  consideration,  by  men  who  lack  the  requisite  information, 
are  poorly  paid,  and  are  impotent  to  correct  the  errors  that  were 
inevitable. 

Within  the  limits  of  a  paper  like  this,  only  the  briefest  comment 
upon  the  two  plans  now  proposed  to  the  legislature,  is  possible. 
They  can  best  be  discussed  in  inverse  order: 

III. 

By  the  "Tax  Commission  Plan,"  it  is  proposed  that  there  be  a 
central  board  of  taxation,  composed  of  three  members,  appointed  by 
the  Governor,  with  the  advice  and  consent  of  the  Senate,  the  appoint- 
ment to  be  non-political  and  the  term  to  be  for  six  years.  The  board 
is  to  have  its  office  at  the  Capitol,  with  the  right  to  conduct  hearings 
or  investigations  at  any  other  place  when  necessary,  either  as  a  body 
or  through  any  .member.  It  is  given  powers  similar  to  those  possessed 
by  courts,  to  issue  processes,  orders  and  writs,  and  to  compel  the 
production  of  books  and  papers.  It  is  to  employ  such  clerks  and 
assistants  as  may  from  time  to  time  be  necessary,  and  is  "to  super- 
vise the  administration  of  the  assessment  and  tax  laws  of  the  State 
with,;i  view  to  :isccrtainiiii»p  the  best  methods  of  reaching  all  prop- 
erty, of  effecting  equitable  assessments  and  of  avoiding  conflicts  and 
duplication  of  taxation  of  the  same  property;  to  exercise  general 
supervision  over  assessors  and  commissioners,  and  other  officers,  so 
far  as  their  duties  pertain  to  the  revenues;  to  procure  the  equal 
assessment  of  property  among  persons,  corporations  and  localities." 
The  plan  contemplates  that  this  State  board  will  confer  with,  in- 
struct and  advise  commissioners  and  other  revenue  officers,  will 
investigate  assessments  and  collections  of  taxes ;  and  when  the  assess- 
ment is  found  unreasonable  and  unjust,  will  take  steps  to  correct 
the  same,  and  will,  in  proper  cases,  remove  or  take  steps  to  reinove 
incompetent  or  corrupt  officials.  This  board  is  itself  to  make  all 
assessments  for  such  taxes  as  are  payable  directly  to  the  Common- 
wealth (public  service  corporations,  etc,,),  superseding  the  Corpora- 
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lion  Commission  to  that  extent ;  and  is  to  recommend  to  the  Governor 
and  General  Assembly  such  measures  as  will  promote  uniform  assess- 
ments, just  rates,,  harmony  and  co-operation.  So  far,  notwithstand- 
ing the  great  range  of  duties  imposed  upon  the  proposed  State  tax 
commission,  the  plan  would,  generally  speaking,  seem  to  be  excellent. 
But  it  must  not  be  forgotten  that  a  central  board,  with  offices  at  the 
seat  of  government,  will  have  its  hands  full  there,  and  it  can  not 
reasonably  be  hoped  that  it  will  be  able  by  itself  to  correct  unequal 
assessments  as  between  man  and  man.  However,  the  tendency  in 
this  direction  will  unquestionably  be  strong.  A  proper  criticism 
of  this  plan  would  seem  to  be  not  primarily  as  to  what  is  contained, 
but  what  is  lacking  in  it  as  to  local  agencies,  in  the  way  of  some 
sort  of  boards  of  taxation  or  otherwise,  to  bring  about  to  the  indi- 
vidual landowner  the  maximum  of  justice  in  assessing  his  holdings, 
and  the  minimum  of  inconvenience  in  collecting  the  taxes  thereon. 
It  has  been  truly  said  by  the  Minnesota  Tax  Commission  "That  the 
individual  tax  payer  is  at  the  mercy  of  the  local  assessor,  who  is  the 
most  importaii  official  in  the  whole  scheme  of  ad  valorem  taxation." 
It  would  seem  that  the  contemplated  local  boards  of  review  do  not 
cover  existing  needs,  and  that  in  this  respect  the  committee  on  tax 
revision  has  passed  on  to  the  proposed  State  commission  the  question 
to  be  solved  rather  than  fully  solving  it  by  itself.  In  fact  the  com- 
mittee itself  says  on  this  subject  that  "so  far  as  we  have  been  able 
to  discover,  no  effective  agency  has  ever  yet  been  devised  in  any 
State  for  equalizing  assessments  after  the  assessor's  rolls  have 
once  been  made  out.  *  *  If  an  experience  lasting  through 

generations  and  reaching  the  same  result  under  the  widely  differing 
conditions  of  many  States,  teaches  anything,  it  is  the  futility  of 
relying  on  a  board  of  equalization  to  straighten  out  a  crooked  assess- 
ment roll." 

So  far,  it  would  seem  that  this  "Commission  Plan"  might  be 
entirely  adapted  to  present  conditions  whether  the  segregation  prin- 
ciple be  extended  or  not.  But  in  the  committee's  report  it  is  con- 
templated that  along  with  this  plan  will  go  a  "continuance  of  the 
State  tax  rate  against  specific  property  to  be  fixed  bi-ennially  by  the 
General  Assembly." 

IV. 

For  the  possible  adoption  of  some  "Segregation  Plan,"  the  way 
was  paved  by  that  provision  in  our  Constitution  to  the  effect  that— 

«*  •*  *  Nothing  in  this  Constitution  shall  prevent  the  General 
Assembly,  after  the  first  day  of  January,  nineteen  hundred  and  thir- 
teen, from  segregating  for  the  purposes  of  taxation,  the  several  kinds 
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or  classes  of  property,  so  as  to  specify  and  determine  upon  what 
subject,  State  taxes,  and  upon  what  subjects,  local  taxes  may  be 
levied." 

The  principle  of  segregation  is  not  new.  As  between  the  Federal 
and  State  governments  it  has  long  been  in  vogue.  For  many  years 
the  Federal  government  has  derived  a  considerable  part  of  her  reve- 
nues by  taxing  wines,  liquors  and  tobacco,  and  has  left  unto  the 
States  and  their  sub-divisions  the  sole  right  to  tax  lands  and  most 
other  tangible  property,  real  and  personal.  The  Federal  govern- 
ment has  long  exercised  the  exclusive  right  to  impose  customs  duties, 
and  to  use  the  revenue  derived  therefrom  for  her  own  purposes.  For 
a  long  time  she  left  to  the  States  the  taxing  of  incomes,  but  has 
recently,  in  a  statute  of  far-reaching  consequences,  entered  that  field 
along  with  the  several  States.  A  number  of  the  States  of  the  Union 
have  adopted  the  segregation  plan  of  taxation,  in  various  forms,  as 
between  themselves  and  their  cities  and  counties.  The  underlying 
principle  is  not  entirely  new  as  between  the  State  of  Virginia  and 
her  cities  and  counties.  For  a  number  of  years  the  State  has  appro- 
priated to  itself  all  franchise  taxes,  all  charter  fees,  etc.  The  taxes 
on  most  other  kinds  of  property,  she  has  hitherto  divided  between 
herself  and  the  respective  local  subdivision  in  which  it  was  taxable. 
On  real  estate,  for  example,  the  State  has  taken,  out  of  the  aggre- 
gate tax  paid  by  the  owner,  thirty-five  cents  on  each  one  hundred 
dollars  of  assessed  valuation,  leaving  the  rest  of  the  taxes  on  that 
particular  property  to  the  local  community.  The  legislature  of  1914, 
directly  pursuant  to  the  above-mentioned  constitutional  provision, 
enacted  that  all  money  on  deposit,  or  in  the  possession  or  under 
the  control  of  the  owner  was  thereby  segregated  and  made  subject 
to  taxation  by  the  State  of  Virginia  only,  and  should  not  be  liable 
t<>  taxation  by  any  of  the  cities,  towns  or  counties,  school  districts 
and  other  local  subdivisions  of  the  State;  the  tax  of  20c  to  be  applied 
equally  to  the  support  of  government  and  of  the  public  schools. 
There  is  iiTeat  likelihood  that  the  principle  of  segregation,  whether 
adopted  by  the  special  session  or  not,  will  in  course  of  time  be  con- 
siderably extended. 

The  subject  of  tax  segregation  in  general  has  already  been  dis- 
cussed before  this  league  in  a  paper  containing  many  admirable 
features,  entitled  "The  Separation  of  the  source  of  State  and  Local 
Revenue,"  read  at  its  fourth  annual  convention  by  Mr.  Charles  J. 
1  Jul lock,  professor  of  economics  of  Harvard  University,  and  doubt- 
less rememl>ered  by  a  number  of  the  gentlemen  now  present. 

The  general  theory  of  segregation  has  warm  advocates,  and  un- 
doubtedly many  things  can  be  said  in  its  favor,  the  most  conspicuous 
being  its  tendency  to  eliminate  or  at  least  greatly  reduce,  the  inequali- 
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ties  in  State  taxation  that  exist  as  between  the  several  local  political 
units.  If,  as  is  the  case,  the  State  tax  rate  of  35c  on  each  one  hun- 
dred dollars  of  assessed  value,  is  the  same  throughout  the  Common- 
wealth, and  if,  as  is  also  the  case,  land  in  certain  sections  of  the 
State  is  assessed  at  thirty  -per  cent  of  its  true  value  while  in  other 
sections  land  is  assessed  at  (approximately)  sixty  per  cent  of  its 
true  value,  it  is  self-evident  that  landowners  in  the  latter  communi- 
ties are  contributing  just  twice  as  much,  in  proportion,  to  the  support 
of  the  State  government  as  the  land-owners  in  the  former  communi- 
ties. It  is  to  correct  such  evils  as  this,  which  so  lamentably  pre- 
vail in  Virginia,  that  an  extension  of  the  segregation  principle  has 
been  urged.  At  best,  however,  segregation  will  not  correct,  by  itself, 
the  equally  lamentable  inequalities  that  have  so  long  existed  as  be- 
tween property  owners  in  the  same  community.  And  the  merits  or 
demerits  of  any  segregation  plan  depend  primarily  upon  just  what 
class  or  classes  of  property  are  segregated.  In  segregation,  the  pos- 
sible combinations  and  classifications  of  property  are  very  numerous. 
It  is  of  course  vital  that,  in  order  that  it  may  not  create  more  in- 
justice than  it  corrects,  any  plan  of  segregation  that  might  be  adopted 
shall  be  so  devised  that  the  property  segregation  for  purposes  of 
State  taxation  shall  be  distributed  with  a  fair  degree  of  equality 
throughout  the  several  sections  of  the  State.  For  instance,  for  the 
State  of  Virginia  to  segregate  for  her  own  taxes  all  the  fish  and 
oyster  industries  in  the  State,  would  manifestly  mean  that  the  Tide- 
water section  of  the  State  would  primarily  contribute  to  the  support 
of  the  State  government  and  would  at  the  same  time  have,  as  to  that 
class  of  property,  the  benefit  of  the  lower  State  rate  of  taxation.  If 
mineral  lands  were  segregated,  a  similar  set  of  results  would  accrue 
to  the  Southwest.  So,  if  the  State  were  to  segregate  the  physical 
holdings  of  railroads,  those  counties  through  which  these  great  arteries 
of  commerce  do  not  pass,  would,  on  this  score,  contribute  nothing 
to  the  State  government,  Likewise,  if  there  is  segregated  any  class 
of  property  that  is  found  in  the  cities,  rather  than  in  the  counties, 
injustice  may  be  done,  and  vice  versa;  and  in  this  connection  it  is 
important  to  bear  in  mind  that  the  cities,  by  reason  of  their  banks 
and  generally  high  values,  probably  contain  a  much  greater  propor- 
tionate amount  of  intangible  property  than  do  the  counties.  Of  the 
plans  of  segregation  examined  by  the  1911  tax  commission,  it  was 
found  that  under  one  plan  every  county  in  the  State  would  be  a 
decided  gainer,  while  every  city,  with  the  exception  of  Danville, 
would  lose  in  amounts  varying  from  $669.42  to  $69,681.21.  And 
it  was  found  that  under  another  plan,  which,  like  the  first-mentioned, 
was  rejected,  most  of  the  cities  would  be  the  losers;  those  which 
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would  suffer  most  being  Richmond,  to  the  extent  of  $34,786.29,  and 
Xorfolk  to  the  extent  of  $21,985.45. 

It  remains  to  be  seen  just  what  will  be  the  affect,  particularly  as 
concerns  the  revenues  of  the  cities  and  town,  of  the  plan  of  partial 
segregation  recommended  in  the  minority  report  of  the  committee. 
That  plan,  as  is  said  in  the  third  bulletin  issued  by  the  committee, 
"proposes  to  segregate  for  State  purposes  only,"  in  addition  to  capita- 
tion and  franchise  taxes  and  certain  other  miscellaneous  items  already 
appropriated  by  the  State,  such  as  charter  fees,  gross-receipts  taxes 
from  public  service  corporations,  etc.,"  uall  the  revenues  from  rail- 
road rolling  stock  at  the  combined  average  rate  of  the  counties  through 
which  they  run;  insurance  companies  on  a  fixed  rate  of  percentage 
of  their  gross  premium  income  in  Virginia,  and  intangible  per- 
sonal property,  other  than  bank  stock;  that  is,  all  of  the  items  in 
Schedule  C  of  the  tax  bill,  at  a  proposed  new  rate  of  $1.00  on  the 
$100.00;  and  to  release  from  the  State  taxes  all  real  estate,  tangible 
personal  property  and  railroad  trackage.  It  contemplates  that  the 
State  will  continue  to  pay  the  costs  of  felony  charges,  but  that  the 
localities  will  pay  the  costs  of  the  misdemeanor  charges.  The 
counties  and  cities  will  likewise  be  expected  to  take  over  the  cost 
of  assessing  real  estate  and  tangible  personal  property."  True 
to  its  promise,  the  committee  has  made  up  with  its  report,  tables 
showing  in  detail  the  losses  and  gains  to  each  county  and  city.  The 
plan  contemplates  a  State  board,  to  administer  it,  composed  of  the 
(n. vernor,  chairman  of  the  Corporation  Commission,  and  Auditor 
of  Public  Accounts;  with  power  to  issue  process,  require  the  pro- 
duction of  books  and  papers,  etc. ;  to  have  general  supervision  of 
the  laws  relating  to  the  assessment,  collection  and  disbursement  of 
the  revenue  of  the  State  and  its  subdivisions;  to  investigate  local 
tax  conditions;  and,  if  necessary,  to  make  requisition  upon  the 
several  cities  and  counties  to  contribute  to  the  State  treasury  proper 
proportions  of  the  sum  needed  to  supply  the  deficiency  between 
available  revenue  and  needed  revenue.  Any  exhaustive  examina- 
tion of  this  plan  at  the  present  moment  is  manifestly  impossible, 
Mid  a  criticism  of  it  without  thorough  examination  would  be  en- 
tirely unwarranted.  It  may  be  pardonable  to  suggest,  however,  that 
the  plan  apparently  makes  little  provision  for  correcting  the  pal- 
pable defects  that  exist  in  the  local  agencies  or  machinery  for  assess- 
iiiii-  the  specific  holdings  of  the  individual  citizen,  and  afterwards 
collecting  the  taxes  thereon.  And  it  can  well  be  seriously  ques- 
tioned, whether  it  is  wise  to  impose  upon  an  ex-officio  board,  such 
as  is  contemplated,  the  tremendous  range  of  duties  concerning  taxa- 
tion in  addition  to  the  great  variety  of  duties  now  performed  by  the 
officials  proposed  to  compose  it. 
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V. 

Apart  from  the  adoption  of  either  the  "Commission  Plan"  or  the 
"Segregation  Plan/'  there  are  many  opportunities  for  most  advan- 
tageous changes  to  be  made  at  this  time  in  our  tax  system, .  which 
have  especial  bearing  upon  the  cities  and  towns.  The  statute  making 
capitation  taxes  a  lien  on  real  estate  has  caused  trouble  and  labor 
cut  of  all  proportion  to  the  benefit  arising  to  the  State  under  it, 
and  has  been  especially  obnoxious  to  city  lawyers,  and,  it  might 
be  remarked,  to  those  who  have  to  pay  them  for  their  services  in 
hunting  through  lists  of  countless  names  in  order  to  discover  whether 
or  not  any  such  petty  liens  exists  upon  a  particular  piece  of  prop- 
erty. The  absolute  repeal  of  this  statute  cannot  be  too  highly  urged. 
Fortunately,  the  committee  in  its  report  advises  such  repeal,  but 
has  most  unwisely  recommended  that  if  this  lien  is  retained,  "then 
an  additional  sub-section  should  be  added  making  deliquent  personal 
property  taxes  a  lien  upon  real  estate."  To  be  compelled  in  the 
examination  of  titles  to  real  estate,  to  go  through  the  interminable 
lists  of  deliqueiits,  in  order  to  ascertain  whether  or  not  such  liens 
existed  in  a  particular  case,  would  in  cities  be  simply  intolerable. 

Again,  for  property  owners  to  be  compelled  to  go  to  four  distinct 
offices  in  order  to  pay  their  taxes,  as  is  the  case  here  in  Norfolk 
under  certain  circumstances,  is  a  situation  which  has  created  great 
confusion  and  inconvenience,  and  is  one  which  would  seem  easy 
and  entirely  practicable  to  relieve.  A  local  tax  commission,  com- 
posed of  the  commissioner  of  the  revenue  and  the  treasurer,  and  a 
third  member,  with  full  jurisdiction  as  to  assessing  local  property, 
collecting  at  one  office  all  the  taxes  thereon,  whether  current  or 
delinquent,  and  correcting  its  errors,  subject  to  an  easy  appeal  to 
the  court,  has  been  suggested  as  one  of  the  best  methods  for  remedy- 
ing many  of  the  tax  difficulties  which  most  directly  affect  the  resi- 
dents of  a  particular  city  or  county. 

The  report  of  the  committee  on  tax  revision,  with  its  alternative 
plans,  is  now  before  the  people.  During  a  short  period  there  will 
be  an  opportunity  for  a  study  of  its  provisions,  and  a  calculation  of 
its  probable  effects;  then  it  will  be  in  the  hands  of  the  legislature, 
many  of  whose  members  will  of  necessity  be  imperfectly  informed 
as  to  some  of  the  infinite  number  of  questions  involved.  Organiza- 
tions like  the  League  of  Virginia  Municipalities,  and  their  indi- 
vidual members,  can  do  much,  by  a  policy  of  active  watchfulness, 
to  see  that  the  whole  matter  is  dealt  with  wisely  and  in  a  liberal 
spirit. 

"The  power  to  tax  is  the  power  to  destroy."  The  State  that 
produced  the  great  jurist  who  uttered  these  words,  is  at  last  alive 
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to  their  real  significance,  and  is  aware  of  the  fact  that  her  develop- 
ment has  been  seriously  retarded  by  an  awkward  and  unjust  exer- 
cise of  this  tremendous  power.  The  time  has  come  when  Virginia 
is  entitled  to  a  tax  system,  and  to  a  series  of  statutes  expressing 
such  system,  as  modern  and  perfect  as  that  in  vogue  in  the  most 
advanced  State  in  the  Union.  The  reform  is  the  most  practical 
one  now  before  this  State,  but  its  accomplishment  demands  the 
highest  efforts  both  of  those  who  dream  dreams  and  see  visions,  and 
of  the  coldest  men  of  business.  The  part  that  this  League  can  play 
in  the  quest  is  a  powerful  one. 
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